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OATH OR AFFIRMATION
1, Connie S. Grosser , swear (or aftirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Carillon Investments, Inc.

, as
of December 31 ,2002 , are true and correct. [ further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

CHRRIAL S ‘
=—enne B

: Signature

\} € f Q DA =N ‘%—T ‘/’24\5»“"1(

\ Title
e ; JUl'.,luEuC.ZINSER
. Notary Public, State of Ohi
>~§’~D“-L W. My-Gommission Expires A:ar, 2;?2004
N\ Nahry Public

This report ** contains (check all applicable boxes):

Bl (a) Facing Page.

® (b) Statement of Financial Condition.

B (¢) Statement of [ncome (Loss).

& (d) Statement of Changes in Financial Condition.

X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (H Statement of Changes in Liabilities Subordinated 10 Claims of Creditors.

&d (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 135¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

@ (j)" A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(3 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

&l (1) An Oath or Affirmation.

{0 (m) A copy of the SIPC Supplemental Report.

& (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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i’l ERNST& YOUNG & Ernst & Young LLp B Phone: (513) 621-6454

1300 Chiquita Center www.ey.com
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Cincinnati, Ohio 45202

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholder
of Carillon Investments, Inc.

We have audited the accompanying statements of financial condition of Carillon Investments, Inc. (a wholly owned
subsidiary of The Union Central Life Insurance Company) as of December 31, 2002 and 2001, and the related
statements of income, changes in stockholder's equity, and cash flows for the years then ended. These financial
statements are the responsibility of Carillon Investments, Inc.’s management. Our responsibility 1s to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with the auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all materials respects, the financial position
of Carillon Investments, Inc. at December 31, 2002 and 2001, and the results of its operations and its cash flows for
the years then ended in conformity with accounting principles generally accepted in the United States.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedule I is presented for purposes of additional analysis and is not a required part of
the basic financial statemenits, but is supplementary information required by Rule 17a-5 of the Securites and Exchange
Commission. Such information has been subjected to the auditing procedures applied in our audit of the 2002 basic
financial statements and, in our opinion, is fairly stated in all materials respects in relation to the 2002 basic financial

statements taken as a whole.
Garet + LLP

January 24, 2003
Cincinnati, Ohio

A Member Practice of Ernst & Young Global



CARILLON INVESTMENTS, INC.
STATEMENTS OF FINANCIAL CONDITION

December 31,

2002 2001
ASSETS -
Cash $ 498,028 $ 605,657
Commissions receivable 540,223 321,317
Concessions receivable from The Union Central Life Insurance Company 716,884 427,762
Computer equipment and office furniture, at cost, less accumulated
depreciation (2002 - $19,073, 2001 - $15,255) 139 3,957
Other assets 79,453 106,242
Total assets : $1,834,727 $1,464,935
LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES
Accrued service fees due to The Union Central Life Insurance Company $ 129,793 $ 237,353
Accrued commission payable 395,500 221,036
Commission reimbursement due to The Union Central Life Insurance Company 678,920 394,031
Accounts payable to The Union Central Life Insurance Company 64,774 76,742
Federal income tax payable 10,372 15,300
Other accrued liabilities 46,569 30,380
Total liabilities 1,325,928 974,842
STOCKHOLDER'S EQUITY
Capital stock without par value

Authorized 40,000 shares;

4,500 issued and outstanding shares 4,500 4,500
Additional paid-in capital . 358,500 358,500
Retained earnings 145,799 127,093

Total stockholder's equity 508,799 490,093
Total liabilities and stockholder's equity $1,834,727 $1,464,935

The accompanying notes are an integral part of the financial statements.

2



CARILLON INVESTMENTS, INC.

STATEMENTS OF INCOME
For the year ended December 31,
2002 2001
REVENUES
Interest income $ 16,618 $ 51,658
Service fee from Carillon Marketing Agency, Inc. 173,633 119,924
Commission income 6,243,273 6,067,542
Concession income from The Union Central Life Insurance Company 6,640,745 5,810,497
Fee income, managed accounts 1,286,279 945,905
Other income 179,697 128,463
14,540,245 13,123,989
EXPENSES

Commuissions and field selling expenses 11,921,126 10,445,085
Service fees to The Union Central Life Insurance Company 1,634,152 1,651,649
Regulatory fees and related expenses 94,421 106,451
Printing and stationery 52,760 87,543
Travel 56,128 63,058
Insurance _ 59,978 45,432
Computer software and service 26,945 27,320
State licenses and fees 16,060 16,573
Professional fees 14,000 13,500
Training 11,520 7,247
Depreciation expense 3,818 5,310
Other operating expenses 620,559 615,519
14,511,467 13,084,687

INCOME BEFORE FEDERAL INCOME TAXES 28,778 39,302
FEDERAL INCOME TAXES 10,072 11,376
NET INCOME , $ 18,706 § 27926

The accompanying notes are an integral part of the financial statements.
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CARILLON INVESTMENTS, INC.

STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

Additional Total
Capital Paid-in Retained Stockholder's
Stock Capital Earnings Equity
Balance at January 1, 2001 $ 4,500 $ 358,500 § 199,167 $ 562,167
Net income 27,926 27,926
Dividends to The Union Central
Life Insurance Company {100,000) (100,000)
Balance at December 31, 2001 - 4,500 358,500 127,093 490,093
Net income 18,706 18,706
Balance at December 31, 2002 $ 4,500 $ 358,500 $ 145,799 $ 508,799

The accompanying notes are an integral part of the financial statements.
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CARILLON INVESTMENTS, INC.
STATEMENTS OF CASH FLOWS

For the vear ended December 31,

2002 2001
OPERATING ACTIVITIES
Net income $ 18,706 $ 27,926
Depreciation expense 3,818 5,310
Change in operating assets and liabilities:
Commissions receivable (218,906) (185,122)
Concessions receivable from The Union Central Life Insurance Company (289,122) 187,053
Administrative fees due from Summit Investment Partners - 55,038
Accrued service fees due to The Union Central Life Insurance Company (107,560) 67,894
Accrued commissions payable 174,464 133,821
Commission reimbursement due to The Union Central Life Insurance Company 284,889 (176,762)
Accounts payable to The Unton Central Life Insurance Company (11,968) (8,088)
Federal income tax payable (4,928) (16,625)
Other items, net 42978 (48,023)
Cash provided (used) by operating activities 107,629 _ 42422
FINANCING ACTIVITY
Dividends to The Union Central Life Insurance Company - 100,000
Cash used in financing activities - (100,000)
Decrease in cash (107,629) (57,578)
Cash at beginning of year _605,657 __ 663235
Cash at end of year $498,028 $ 605.657

The accompanying notes are an integral part of the financial statements.
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CARILLON INVESTMENTS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Carillon Investments, Inc. (the Company) is a general securities broker-dealer operating on a fully-disclosed basis registered
under the Securities Exchange Act of 1934 and an investment adviser registered under the Investment Advisers Act of 1940. The
Company serves as distributor for affiliated mutual funds; variable annuity and variable universal life contracts issued by
Carillon Account and Carillon Life Account, respectively; and employee savings plan (ESP) group annuity contracts, all of The
Union Central Life Insurance Company (Union Central). The Company also sells non-affiliated mutual funds, variable annuity
and variable universal life contracts. The Company is a wholly owned subsidiary of Union Central. The Company was
incorporated under the laws of the State of Ohio and commenced operations on December 5, 1983. The policies described below
are followed by the Company in the preparation of its financial statements.

Financial Statements - The financial statements are presented in general conformity with the requirements of the Securities and
Exchange Commission pertaining to the Financial and Operational Combined Uniform Single report (FOCUS). Such
presentation is not in variance with accounting principles generally accepted in the United States and requires the use of
management's estimates.

Securities Transactions - Securities transactions and related revenues and expenses are recorded on a trade date basis.
Commission and Concession - Commission and concession income are accrued as earned.

Computer Equipment and Office Furniture - Computer equipment and office furniture are valued at cost less accumulated
depreciation. Depreciation is computed on the straight-line method over the estimated useful life of 3 years.

Federal Income Taxes - Income taxes have been provided using the liability method. Under that method, deferred tax assets and
laabilities are determined based on the difference between their financial reporting and their tax bases and are measured using the
enacted tax rates.

For 2002 and 2001, the Company filed as part of Union Central’s consolidated federal income tax return, whereby each company
within the consolidated return pays its share of federal income taxes based on separate return calculations. The Company made
federal tax payments of $15,100 and $28,000 during 2002 and 2001, respectively.

NOTE 2 - RELATED PARTY TRANSACTIONS

Certain facilities, services, employee salaries and related benefit expenses are provided to the Company by Union Central in
return for a service fee. These service fees totaled $1,634,152 and $1,651,649 in 2002 and 2001, respectively.

The company receives a concession from Union Central as compensation for distribution services related to sales of variable
annuity contracts issued by Carillon Account, variable universal life contracts issued by Carillon Life Account and ESP group
annuity contracts, all of Union Central. Concession income aggregated $6,640,745 and $5,810,497 1n 2002 and 2001,
respectively. The Company reimbursed Union Central for commissions for the sale of variable annuity and variable universal life
contracts in the amount of $6,252,922 and $5,400,553 in 2002 and 2001, respectively. These reimbursements are included in
commissions and field selling expenses on the Statements of Income.

The company has a service agreement with Carillon Marketing Agency, Inc. (CMAI), a wholly owned subsidiary of Union
Central, to provide services and facilities related to certain products distributed through CMAIL In return, the Company receives
a service fee which totaled $173,633 and $119,924 for 2002 and 2001, respectively.



CARILLON INVESTMENTS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 3 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1), which requires
maintenance of minimum net capital equal to the greater of $50,000 or 6 2/3% of aggregate indebtedness and requires that the
ratio of aggregate indebtedness to net capital (as the terms are defined in the Rules) shall not exceed 15 to 1. Aggregate
indebtedness, net capital and the resulting ratios for Carillon Investments, Inc. at December 31, 2002 and 2001 are as follows:

2002
Net capital $ 429,208
Aggregate indebtedness $1,325,928
Minimum net capital required § 88395
Ratio of aggregate indebtedness to net capital 3.09t01

2001

$ 379,895
$ 974,842
¥ 64,989

2.57t01

These requirements limit the payout of dividends to the shareholder to the extent where dividends that will result in these

requirements not being met may not be paid.

NOTE 4 - RESERVE REQUIREMENT

The Company's operations include the physical handling of securities, but not the maintenance of open customer accounts.
Accordingly, the reserve provisions of Rule 15¢3-3 of the Securities Exchange Act of 1934 do not apply under the exemption

allowed by paragraphs (k)(2)(i) and (k)(2)(ii).



SCHEDULE 1
CARILLON INVESTMENTS, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

As of December 31, 2002
NET CAPITAL (Note A)
Total stockholder’s equity
Deduct:
Nonallowable assets
Prepaid expenses/deposits
Computer equipment and office furniture
Other assets
Net Capital
AGGREGATE INDEBTEDNESS
MINIMUM DOLLAR NET CAPITAL REQUIREMENT
MINIMUM NET CAPITAL REQUIREMENTS (6 2/3% OF §$1,325,928)
EXCESS NET CAPITAL ($429,208 — $88,395)

PERCENTAGE OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

NOTE A

$ 508,799

15,626
139
63,826

3 429,208

$1,325,928

$ 50,000

$ 88,395

§ 340,813

308.92%

There are no material differences between the above computations and the Company's corresponding unaudited FOCUS

report.
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Independent Auditors' Supplementary Report on Internal Control

To the Board of Directors and Stockholder of
Carillon Investments, Inc.

In planning and performing our audit of the financial statements and supplemental schedule of Carillon Investments, Inc. (the
Company), for the year ended December 31, 2002, we considered its internal control, including control activities for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(i) of the Securities and Exchange Commuission (SEC), we have made a study of the practices
and procedures followed by the Company including tests of such practices and procedures that we considered relevant to the
objectives stated in Rule17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under Rule17a-
3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons;
2. Recordation of differences required by Rule 17a-13; and
3. Complying with the requirements for prompt payment for securities under Section § of Federal Reserve

Regulation T of the Board of Governors of the Federal Reserve System.

The management of the company is responsible for establishing and maintaining internal control and the practices and
procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefit and related costs of controls and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to achieve the SEC’s above-
mentioned objectives. Two of the objectives of internal control and the practices and procedures are to provide management
with reasonable but not absolute assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and
recorded properly to permit preparation of financial statements in conformity with accounting principles generally accepted in
the United States. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control or the practices and procedures referred to above, error or fraud may occur
and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design and operation may deteriorate.

QOur consideration of internal control would not necessarily disclose all matters in internal control that might be material
weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a
condition in which the design or operation of the specific internal control components does not reduce to a relatively low level
the risk that error or fraud in amounts that would be material in relation to the financial statements being audited may occur and
may not be detected within a timely period by employees in the normal course of performing their assigned functions. However,
we noted no matters involving internal control, including control activities for safeguarding securities, that we consider to be
material weaknesses as defined above.

A Member Practice of Ernst & Young Global
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We understand that practices and procedures that accomplish the objective referred to in the second paragraph of this report are
considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures were adequate at December 31, 2002, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC and other regulatory

agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

January 24, 2003 . M ¥ LLP
Cincinnati, Ohio
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